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I  INTRODUCTION 


INTRODUCTION 


BACKGROUND 


This  report  has  been  prepared  for  INPUT'S  1984  Customer  Service  Program 
(CSP),  Its  contents  are  reserved  for  clients  of  this  study  and  are  protected  by 
copyright. 

Small  system  software  support  is  being  focused  on  for  two  important  reasons: 

INPUT  believes  that  software  support  will  drive  both  vendor  service 
profitability  and  user  service  expectations  for  at  least  the  next  five 
years. 

Increasing  vendor  interest  in  software  support  has  resulted  from  a  high 
level  of  user  dissatisfaction  with  software  maintenance.  Vendors  fear 
on  erosion  of  their  customer  base  if  current  low  satisfaction  levels 
persist. 

This  report  has  focused  on  the  issues  raised  by  CSP  clients  in  a  client  poll 
conducted  in  Spring  1984.  INPUT  has  also  included  issues  of  importance  that 
have  been  brought  to  its  attention: 

Through  custom  consulting  assignments  for  both  vendors  and 
customers. 
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In  the  course  of  discussions  with  leading  vendors  and  experts. 

By  queries  INPUT  receives  from  its  clients  in  the  CSP,  MAPS  and  ISP 
programs. 

This  report  is  oriented  toward  small-system  software  support,  although  both 
large-system  and  office  product  software  is  discussed  where  applicable. 
"Small  system"  refers  to  traditional  16-bit  multiuser  minicomputers  (with  a 
minimum  cost  of  $25,000),  as  well  as  to  the  higher-level,  32-bit  supermini- 
computer. Overall,  the  report  identifies  customer  software  support  needs  and 
satisfaction  levels  in  addition  to  analyzing  user  planning  procedures  with 
regard  to  a  variety  of  support  techniques. 

The  report  is  devided  into  four  chapters: 


The  Software  Support  Environment—an  analysis  of  the  current  software 
support  market. 

Pricing—discusses  both  current  and  future  spending  patterns  as  well  as 
user  attitudes  about  replacement  versus  upgraded  products. 

Vendor-Customer  Relationships— focuses  on  software  support 
contracts. 

Support  Issues— covers  problems  such  as  user  expectations  for  support 
response  time,  remote  support,  etc. 


-2  - 


©  1984  by  INPUT.  Reproduction  Prohibited. 


INPU 


METHODOLOGY 


Information  for  the  report  was  obtained  principally  by  means  of  telephone 
interviews  conducted  in  August  and  September,  1984,  and  has  been  supple- 
mented by  other  INPUT  studies  and  materials. 

Interviews  were  conducted  with  \06  small-system  respondents  in  leading 
companies  in  the  U.S.,  covering  a  range  of  company  sizes  and  industries  (see 
Appendix  A  for  respondent  characteristics). 

Respondents  carry  a  wide  variety  of  titles  (see  Appendix  B),  reflecting  the 
fact  that  responsibilites  for  software  support  functions  are  not  viewed  in  a 
uniform  light,  but  are  in  fact  often  addressed  quite  differently  from  company 
to  company. 

An  extensive  questionnaire  was  developed  (Appendix  C)  to  collect  a  range  of 
material,  both  quantitative  and  qualitative,  using  both  specific  and 
open-ended  questions. 

Open-ended  questions  were  classified  and  coded  after  completion  of  all 
interviews. 

Questionnaires  were  computer-processed,  with  additional  tabulations 
on  key  variables.  (Note:  where  additional  breakdowns— by,  for 
example,  respondent  size  or  industry—are  not  provided,  it  is  because 
such  variations  were  not  appreciably  different  from  overall  respondent 
data.) 

Throughout  the  text  and  exhibits  there  are  references  to  company  by  size 
category.  Category  I  refers  to  medium-sized  companies  having  overall 
revenues  of  less  than  $1  billion.  Category  2  includes  medium  to  large-sized 
companies  having  revenues  of  between  $1  billion  and  $5  billion.  Category  3 
includes  large  companies  having  revenues  of  more  than  $5  billion. 
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EXECUTIVE  SUMMARY 


EXECUTIVE  SUMMARY 


This  executive  summary  is  designed  in  a  presentation  format  in  order  to: 

Help  the  busy  reader  quickly  review  key  research  findings. 

Provide  an  executive  presentation  and  script  that  facilitates  group 
communications. 

The  key  points  of  the  entire  report  are  summarized  in  Exhibits  II- 1  through 
II-7.  On  the  left-hand  page  facing  each  exhibit  is  a  script  explaining  the 
exhibit's  contents. 
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SOFTWARE  PRODUCTS  MAINTENANCE  AND  SUPPORT 


•  Software  products  maintenance  and  support  will  be  one  of  the  fastest-growing 
service  sectors  between  1984  and  1989,  registering  a  30%  average  annual 
growth  rate.  Minicomputer  and  small  business  software  maintenance  will 
grow  from  $500  million  in  1984  to  $2.2  billion  in  1989,  Minicomputer  software 
maintenance  will  be  one  of  the  fastest-growing  segments  in  the  industry, 
second  only  to  office  products. 

•  As  Exhibit  II- 1  demonstrates,  maintenance  and  support  is  just  one  component 
of  software  revenue.  Support  constitutes  approximately  22%  of  I984's  $10.6 
billion  in  software  revenue,  and  this  percentage  is  expected  to  stay  constant 
through  1989.  The  22%  contribution  is  fairly  stable  across  different  industries 
and  different  companies. 

•  Small-system  software  support  and  maintenance  revenue  figures  include  both 
application  and  systems  software.  INPUT  expects  dramatic  growth  for  both 
of  these  software  product  types  because: 

The  current  move  toward  the  high-end,  32-bit  supermini  will  require 
much  more  complex  operating  systems  and  consequently,  higher  levels 
of  support. 

As  small-system  vendors  move  into  new  markets,  such  as  office  auto- 
mation, they  must  be  prepared  to  offer  additional  applications  software 
support  to  users  that  do  not  have  the  technical  background  traditionally 
associated  with  minicomputer  users. 
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SOFTWARE  PRODUCTS 
MAINTENANCE  AND  SUPPORT 
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BENEFITS  FROM  REMOTE  SUPPORT  ARE  UNCLEAR 


•  There  is  considerable  interest  among  small-system  vendors  in  the  use  of 
electronic  support,  such  as  automatic  downloading,  remote  diagnostics,  and 
remote  fixes.  Vendors  cite  the  following  advantages  of  remote  support 
services  (RSS): 

Reduced  on-site  software  support  calls  as  well  as  maximization  of 
human  resources. 


improved  distribution  of  upgrades  and  fixes, 
improved  response  and  repair  times, 
increased  user  satisfaction  with  support. 

•  While  vendors  are  clearly  impressed  with  the  increased  efficiency  of  RSS, 
small-system  users  are  much  less  enthusiastic.  Exhibit  11-2  shows  that  almost 
50%  of  users  reported  no  benefit  from  some  remote  support  services,  such  as 
automatic  downloading.  Only  one  in  three  users  sees  a  specific  benefit  in 
RSS. 

•  The  use  of  remote  support  has  clearly  been  limited,  particularly  at  the  low 
end  of  the  small-system  market,  and  users  typically  believe  that  RSS  is 
designed  to  reduce  vendor  costs  rather  than  improve  software  support.  For 
this  reason,  many  users  resist  paying  any  additional  premium  for  these 
services  despite  vendor  pressure  to  do  so. 


•  Interestingly,  the  most  commonly  used  RSS  for  software,  remote  diagnostics, 
is  very  popular  among  selected  small-system  users.  INPUT  found  that  once 
the  user  perceives  the  benefit  of  RSS,  satisfaction  levels  increase  and  users 
are  much  more  willing  to  pay  a  premium  for  selected  remote  electronic 
services. 
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EXHIBIT  11-2 


BENEFITS  FROM  REMOTE  SUPPORT 

ARE  UNCLEAR 
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I   I  Seeing  Specific  Benefits 
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C.       THE  ERROR  CORRECTION  GAP 


•  The  core  of  the  software  support  service  is  fixing  errors  (software  mainte- 
nance narrowly  defined).  This  function  is  the  one  which  customers  perceive  as 
far  and  away  the  most  important  component  of  software  support. 

The  error  correction  function  is  the  one  in  which  customers  express  the 
most  satisfaction,  although  somewhat  narrowly,  over  other  components 
(which  include  enhancements,  new  features,  consulting,  training, 
etc.).  As  Exhibit  11-3  demonstrates,  small-system  users  ranked  as  the 
most  important  software  support  feature  one  which  vendors  are  not 
performing  well  on  at  all. 

•  The  second  most  important  software  support  function,  according  to  small- 
system  users,  are  enhancements,  which  improve,  add,  or  extend  features  of 
software  packages.  Users  indicated  that  vendor  performance  in  enhancements 
is  quite  good,  and  that  by  and  large  they  were  satisfied  with  the  revised 
products  they  received. 

Interestingly,  despite  user  satisfaction  with  enhancements,  most  small- 
system  users  said  that  they  did  not  have  enough  input  into  the  vendor's 
decision  to  enhance  software.  A  surprisingly  large  number  of  users  said 
that  they  did  not  know  the  small-system  software  vendor  was  going  to 
introduce  enhancement,  indicating  that  there  is  a  serious  communica- 
tion problem. 

•  There  is  a  high  level  of  user  dissatisfaction  with  software  training,  partic- 
ularly in  the  area  of  applications  software.  Small-system  users  ranked 
training  as  3.5  in  importance  but  only  2.9  in  satisfaction. 
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EXHIBIT  li-3 


THE  ERROR  CORRECTION  GAP 


Importance 


Satisfaction 


•  Error  Correction:  Core  of  Support 


•  Performance  Lags  Behind  Importance 
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THE  PROBLEM  RESOLUTION  GAP:  OPERATING  SYSTEMS 


•  Small-system  operating  problems  are  particularly  serious  because: 

Operating  system  problems  can  affect  the  performance  of  hardware  as 
well  as  other  systems  software  and  applications. 

The  complexity  of  operating  systems  makes  self-maintenance  difficult, 
if  not  impossible.  Unlike  large-system  users,  small-system  users  rarely 
have  access  to  in-house  systems  software  support. 

Generally,  there  are  few  alternatives  to  the  current  operating  system, 
and  even  where  there  are,  the  conversion  problems  are  daunting. 

•  This  gives  operating  system  vendors  (generally  hardware  vendors)  a  lock  on 
the  market,  which  they  have  been  exploiting  via  unbundling  and/or  increased 
changes.  On  the  other  hand,  a  number  of  small-system  users  have  indicated  a 
high  level  of  satisfaction  with  vendor  policies  of  maintaining  operating  system 
compatibility  between  systems. 

•  Exhibit  11-4  demonstrates  that  there  is  a  serious  gap  in  the  resolution  of  major 
operating  system  problems.  Some  users  have  suggested  that  the  vendors  are 
taking  advantage  of  their  dominance  of  this  market  to  skimp  on  mainte- 
nance. Vendors  should  appreciate  that  users  are  willing  to  pay  a  substantial 
premium  for  improved  systems  software  support. 

•  Operating  systems  support,  particularly  when  dealing  with  major  problems, 
may  provide  a  particularly  lucrative  opportunity  for  small-system  hardware 
manufacturers. 
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THE  PROBLEM  RESOLUTION  GAP: 
OPERATING  SYSTEMS 


Major 
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E. 


CUSTOMER  SELF-SUPPORT  AND  INCENTIVE  GAP 


•  Over  80%  of  small-system  customers  see  more  self-support  occurring  in  the 
future.  Already,  customers  are  very  active  in  performing  functions  that  they 
see  as  self-support.  This  is  significant,  because  users  are  taking  on  these 
support  functions  not  just  to  save  money,  but  because  they  cannot  get  the 
level  of  support  they  want  and  expect  from  their  vendor.  For  example: 

Four  out  of  five  usually  install  initial  releases,  and  even  more  install 
subsequent  releases. 

Two-thirds  at  least  sometimes  modify  packages  or  fix  errors. 

About  half  of  customers  currently  have  internal  "help  desks"  for 
handling  internal  queries  and  potential  problems. 

•  Fifty-four  percent  of  the  customers  interviewed  would  like  to  be  offered  more 
incentives  to  perform  more  self  support;  but  currently,  only  26%  are  being 
offered  incentives  (see  Exhibit  11-5). 

The  incentives  most  often  mentioned  are  in  the  pricing  area;  however, 
INPUT  believes  that  other  types  of  incentives  would  prove  equally,  or 
even  more,  compelling.  Pricing  is  mentioned  to  compensate  users  for 
support  activities  they  currently  perform.  However,  there  is  no  indica- 
tion that  the  majority  of  small-system  users  would  perform  self- 
support  functions  if  the  vendor  offered  adequate  service. 

•  It  is  certainly  in  the  interest  of  vendors  to  have  customers  take  over  as  much 
of  the  semi-skilled  but  time-consuming  support  work  as  is  feasible.  However, 
vendors  should  appreciate  that  by  encouraging  this  trend  they  risk  losing 
valuable  revenue.  Selected  back-up  services,  Improved  documentation,  and 
training  are  all  areas  which  would  benefit  from  increased  levels  of  user 
self-support. 
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EXHIBIT  11-5 


CUSTOMER  SELF-SUPPORT 
AND  INCENTIVE  GAP 
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F. 


VENDOR  TERMS  AND  CONDITIONS  ARE  INEFFICIENTLY  CONSTRUCTED 


•  Many  vendors  spend  a  great  deal  of  time  constructing  lengthy  and  complex 
terms  and  conditions,  but  these  conditions  are  perceived  as  being  too  rigid  to 
meet  the  needs  of  most  small-system  users. 

•  Most  customers  are  generally  satisfied  with  overall  terms  and  conditions; 
however,  four  out  of  five  still  seek  to  modify  contracts: 

Over  50%  of  small -system  users  report  that  they  "always"  or  "often" 
attempt  to  modify  maintenance  contract  terms  (see  Exhibit  11-6). 

Over  90%  report  that  their  proposed  modifications  are  generally 
accepted. 

•  This  record  of  extensive,  generally  successful,  changes  in  standard  terms 
strongly  suggests  that  something  is  wrong  or  at  least  misdirected  in  the  way 
terms  and  conditions  are  designed.  If  the  terms  are  meant  to  protect  vendor 
interests,  they  are  not  succeeding,  and  at  the  very  least,  they  are  consuming 
vendor  (and  customer)  time  that  could  be  better  spent  elsewhere. 

•  One  symptom  of  the  problem  is  that  customers  are  almost  totally  ignorant  of 
planned  vendor  changes.  This  lack  of  communication  certainly  hinders  vendor 
attempts  to  balance  their  own  needs  with  customer  needs. 

•  Simplified  contracts,  perhaps  in  combination  with  a  limited  "menu"  approach, 
could  better  meet  the  needs  of  both  sides.  In  addition,  small-system  users  are 
a  diversified  group  that  requires  increased  contract  flexibility.  Vendors  that 
provide  this  flexibility  will  be  better  able  to  maximize  profitability  by  pricing 
menu  options  according  to  user  requirements. 
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EXHIBIT  11-6 


VENDOR  TERMS  AND  CONDITIONS  ARE 
INEFFICIENTLY  CONSTRUCTED 
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G.       PRICING:  AN  OPPORTUNITY  AREA 


•  While  INPUT  has  uncovered  several  problem  areas,  pricing  of  software  support 
does  not  appear  to  be  one  of  them  (see  Exhibit  11-7). 

•  First  of  all,  pricing  is  largely  invisible. 

Sixty  percent  of  software  support  is  included  (or  some  might  say, 
buried)  in  the  license  fee. 

Few  small-system  respondents  volunteered  pricing  as  an  important 
issue  or  a  significant  future  trend,  indicating  that  this  was  not  of 
primary  concern  to  users. 

•  in  the  extensive  changes  attempted  in  terms  and  conditions,  pricing  is  only  an 
issue  about  a  fifth  of  the  time. 

•  About  two-thirds  of  customers  expect  continued  increases  in  software  support 
pricing.  The  reasons  for  these  increases  are  not  seen  as  just  price  increases, 
but  increases  caused  by  a  greater  volume  of  software  products  and  technical 
changes  in  products. 

•  Customers  largely  accept  the  fact  that  more  and  more  products  will  be 
brought  out  in  a  new  version  for  which  they  will  have  to  pay  again,  and  they 
are  reasonably  satisfied  with  vendor  pricing  practices  in  this  area—even 
though  half  the  time  they  receive  no  credit  or  discount  for  the  new  version. 

•  Finally,  customers  do  not  seem  to  expect  significant  price  breaks  as  a  result 
of  electronic  distribution;  however,  this  must  be  balanced  against  customer 
ignorance  in  this  area. 

•  The  overall  picture  is  one  of  concern  for  technical  and  service  standards  and 
of  lack  of  concern  for  price. 
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EXHIBIT  11-7 


PRICING:  AN  OPPORTUNITY  AREA 

•  Largely  Invisible 

•  Only  One-Fifth  of  Users  Seek  Pricing  Changes 

•  Continued  Increases  Expected 

•  Reissued  Products  Acceptable 

•  Price  Breaks  Not  Expected  for 
Electronic  Distribution 
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Ill   THE  SOFTWARE   SUPPORT  ENVIRONMENT 


Ill       THE  SOFTWARE  SUPPORT  ENVIRONMENT 


A.       EXTENT  OF  SOFTWARE  SUPPORT 


•  Although  the  vast  majority  of  small -system  packaged  software  is  supported  by 
vendors  (as  shown  in  Exhibit  111- 1),  a  substantial  number  of  users  reported  that 
their  software  was  not  supported.  Both  large-system  and  office  product  users 
reported  a  much  higher  level  of  software  support  (86%  and  83%,  respectively) 
than  small-system  vendors  (73%). 

•  The  high  percentage  of  unsupported  small-system  software  packages  is  the 
result  of  several  factors: 

in  comparison  to  users  of  large-system  packages,  small-system  users 
demand  relatively  less  support. 

Micro  software  is,  on  average,  much  more  recently  written  than  small- 
system  software,  and  therefore  more  likely  to  have  support  available. 

•  As  small  system  software  packages  continue  to  age,  the  proportion  of  unsup- 
ported software  will  increase.  Vendors  realize  that  support  of  older  packages 
can  be  both  an  opportunity  and  a  burden.  The  burden  comes  because  support 
of  an  older  product  with  a  small  user  base  is  marginally  more  expensive  than 
for  newer  products,  where  costs  can  be  distributed  over  a  larger  base.  There 
is,  however,  an  excellent  opportunity  in  supporting  older  packages;  these 
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EXHIBIT  Ill-l 


PROPORTION  OF  SOFTWARE  SUPPORTED  BY  VENDORS 
AS  REPORTED  BY  CUSTOMERS:  1984 


Unsupported  Software  Will  Gradually  Increase,  as  Packages  Age 
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products  frequently  require  fewer  actual  fixes,  and  consequently  result  in 
higher  overall  service  profitability. 

Exhibit  III-2  demonstrates  that  the  proportion  of  software  that  is  supported  by 
the  vendor  does  not  vary  significantly,  either  by  user's  company  size  or 
industry.  The  one  notable  exception  is  in  the  services/distribution  industry, 
where  close  to  40%  of  the  software  packages  are  reported  as  not  being 
supported.  There  are  several  reasons  for  this  variation: 

The  services  industry  is  typically  less  dependent  upon  vendor  support 
and  relies  more  on  in-house  self-support  of  software  packages. 

Both  service  and  distribution  users  indicated  the  need  to  frequently 
modify  software— with  the  permission  of  the  vendor— and  this  will 
naturally  reduce  the  expected  level  of  vendor  support. 

However,  Exhibit  III-3  shows  that  there  is  a  great  deal  of  self  support  by 
customers. 

Almost  all  customers  (79%)  install  their  own  release  updates. 

Four  out  of  five  usually  install  initial  releases  as  well. 

As  would  be  expected,  a  much  lower  percentage  modify  packages  or  fix 
errors  themselves. 

INPUT  believes  that  the  high  level  of  acceptance  of  self-support  among  users 
is  an  indication  of  two  important  factors: 

Users  are  not  currently  receiving  adequate  support  from  their  vendors. 

Software  support  is  important  enough  that  the  users  feel  they  must 
take  on  the  responsibility  for  service. 
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EXHIBIT  III-2 


PROPORTION  OF  PACKAGED  SOFTWARE  NOT  SUPPORTED  BY  VENDORS 
AS  REPORTED  BY  CUSTOMERS  (BY  COMPANY  SIZE  AND  INDUSTRY) 
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EXHIBIT  III-3 


PERCENTAGES  OF  CUSTOMER  SELF-SUPPORT 
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In  the  much  more  technical  areas  of  software  package  modification  and  error 
fixing,  users  are  clearly  not  prepared  to  take  on  any  extensive  self-support 
functions.  It  is  impressive,  however,  that  up  to  71%  of  users  feel  that  they 
will  be  involved  both  in  error  fixing  and  package  modification  in  the  future. 
This  acceptance  of  self-support  (or  at  least  participation  in  support)  by  users 
will  be  crucial  in  future  software  support  plans. 

"Help  desks"  are  a  very  important  form  of  self  support  to  customers  and 
vendors  alike. 

Prior  INPUT  studies  have  shown  that  about  half  of  support  to  cus- 
tomers consists  in  supplying  answers  already  contained  in  documenta- 
tion or  in  the  software  itself.  Consequently,  the  customer's  own  help 
desk  is  a  critical  component  of  improving  service  and  reducing  vendor 
costs. 

Almost  half  of  the  customers  surveyed  usually  use  in-house  help  desks, 
and  over  80%  sometimes  use  them. 

This  issue  should  be  one  of  vital  concern  to  all  vendors  that  sell, 
or  hope  to  sell,  significant  quantities  of  software  to  large, 
diverse  organizations. 

The  percentages  for  installation,  modification,  and  fixes  should  remain 
reasonably  stable  in  the  future,  as  shown  in  Exhibit  111-3: 

The  proportion  of  firms  that  usually  modify  packages  will  stay 
about  the  same,  while  those  performing  their  own  fixes  will 
increase  about  five  percentage  points. 

On  the  other  hand,  the  proportion  of  those  customers  that  never 
modify  software  will  remain  about  the  same,  while  those  that 
never  fix  software  errors  will  actually  go  up  slightly. 
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This  argues  that  fixing  errors  is  an  activity  for  which  more 
commitnnent  is  necessary:  as  software  becomes  both  more 
complex,  customers  will  be  forced  to  choose  whether  they  will 
(and  can)  make  that  commitment. 

Users  definitely  expect  an  increase  in  self-support  of  software,  as  demon- 
strated in  Exhibit  III-4.  Eighty-three  percent  of  the  customers  interviewed 
reported  that  higher  levels  of  user  involvement  in  software  support  was 
expected.  It  is  important  to  recognize  that  these  user  expectations  are  being 
fueled  in  large  part  by  dissatisfaction  with  current  vendor  support. 

Ten  percent  of  the  users  cited  the  need  for  better  support,  and  15% 
reported  unreliable  vendors  as  the  cause  for  increasing  user  involve- 
ment in  software  support. 

Forty-four  percent  of  the  users  reported  that  the  need  for  self-suffi- 
ciency and  internal  growth  led  to  self-support.  This,  too,  is  a  variation 
of  dissatisfaction  with  the  vendor,  in  that  users  believed  that  they  were 
better  qualified  to  support  the  product  than  the  vendor  was. 

Customer  growth  is  less  important  than  one  might  initially  think; 
however,  it  should  be  kept  in  mind  that  a  software  sales  increase  often 
does  not  correlate  with  business  or  even  hardware  growth,  since  it 
often  grows  at  a  disproportionate  rate. 

There  is  a  significant  gap  between  incentives  currently  offered  for  customers 
to  take  over  some  of  their  software  support  and  what  is  desired,  as  shown  in 
Exhibit  III-5. 

Almost  three-quarters  of  respondents  receive  no  incentives;  over  half 
of  these  respondents  desire  some  type  of  incentive. 
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EXHIBIT  III-5 

INCENTIVES  OFFERED  TO  PERFORM  SELF-SUPPORT  FUNCTIONS 
CURRENT  AND  DESIRED  (Customer  Perceptions) 
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Price  is  currently  the  most  frequently  offered  incentive,  but  is  only 
offered  to  one  in  eight  customers;  three  times  this  number  would  like 
price  incentives. 

Vendor  back-up  and  documentation  are  distant  seconds  as  a  means  of 
providing  self-support  incentives. 

•  Two  important  messages  are  being  sent  by  users:  first,  the  users  want  the 
vendors  to  provide  incentives  for  increased  customer  involvement  in  software 
support;  second,  the  incentive  most  asked  for  is  price. 

•  Users  of  small-system  software  are  likely  to  remain  somewhat  more  support 
price-sensitive  than  other  industry  segments;  however,  vendors  should  not 
regard  this  as  a  problem.  Small-system  users  are  willing  to  participate  In 
software  support,  and  this  can  be  used  to  the  vendor's  advantage  by  reallo- 
cating software  support  resources  to  more  profitable  areas,  such  as  Increasing 
support  for  users  unconcerned  with  price  and  not  wanting  to  be  involved  in 
support. 

B.       VENDOR  SUPPORT  PERFORMANCE 

I.       CONSTITUENTS  OF  SOFTWARE  SUPPORT 

•  The  most  Important  software  support  function  by  far  Is  fixing  errors,  as  shown 
in  Exhibit  III-6,  Feature  modification  (improving,  adding,  extending)  and 
training  are  all  viewed  as  important,  but  much  less  so  than  fixing  errors. 
Consulting  Is  somewhat  less  important. 

•  Although  the  numbers  are  slightly  different,  small-system  users  show  a 
pattern  of  software  support  satisfaction  similar  to  that  of  large-system  and 
office  product  users:    they  are  not  satisfied.    Dissatisfaction  ranges  from 
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EXHIBIT  III-6 

IMPORTANCE  OF  AND  SATISFACTION  WITH  SUPPORT  FUNCTIONS, 

AS  REPORTED  BY  CUSTOMERS 
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minor  (with  support  of  extended  features)  to  substantial  (with  fixing  errors). 
Unfortunately  for  nnost  vendors,  users  have  indicated  the  more  important  a 
support  function  is,  the  greater  the  discrepancy  in  satisfaction. 

Despite  the  fact  that  users  are  dissatisfied,  there  is  a  one-to-one  correlation 
between  the  importance  of  a  function  and  customer  satisfaction:  the  most 
important  functions  have  the  highest  satisfaction  rate.  However,  satisfaction 
with  error  correction  is  not  nearly  so  high  as  its  importance  would  indicate. 
Exhibit  III-6  shows  this  gap. 

The  gap  between  importance  and  satisfaction  will  be  difficult  to  close,  since 
error  identification  is  out  of  the  control  of  the  vendor.  Unfortunately,  identi- 
fication of  errors  affects  a  customer's  work  and,  consequently,  needs  to  be 
fixed  immediately.  Section  C  of  this  chapter  analyzes  this  and  related  issues 
at  greater  length. 

Customer  dissatisfaction  with  software  support  is  not  a  minor  problem. 
Exhibit  III-7  shows  that  users  typically  spend  26%  over  and  above  the  standard 
software  support  contract  amount  for  extended  support  service. 

As  demonstrated  earlier,  users  of  small-system  software  are  price- 
sensitive,  and  the  fact  that  they  are  almost  required  to  pay  for  ex- 
tended service  is  not  likely  to  improve  their  satisfaction  level;  the 
important  point,  however,  is  that  users  are  willing  to  pay  these  added 
premiums—a  clear  indication  of  the  importance  of  software  suport  to 
small-system  users. 

Exhibit  III-8  lists  some  of  the  more  important  "extended"  services  that  users 
are  paying  for.  The  two  most  important  areas  are  training  and  consulting, 
both  of  which  help  the  user  to  become  more  self-sufficient.  For  many  vendors 
these  additional  services  represent  not  only  an  untapped  source  of  revenue, 
but  also  an  excellent  method  of  improving  user  satisfaction.  Vendors  should 
avoid  providing  such  services  for  a  nominal  charge. 
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EXHIBIT  III-7 


EXTENDED  SUPPORT  SERVICES  SPENDING    AS  A 
PERCENTAGE  OF  STANDARD  SUPPORT  SERVICE  CONTRACTS 

(AS  REPORTED  BY  CUSTOMERS) 
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EXHIBIT  III-8 


ADDITIONAL  VENDOR  SERVICES  OFFERED 
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"Other"  services  in  Exhibit  11 1-8  refers  to  customized  programming, 
documentation,  and  other  support  designed  exclusively  for  a  single 
user. 

PROBLEM  RESPONSE 

Since  error  correction  is  important  but  falls  short  of  customer  requirements, 
it  is  important  to  understand  the  issue  of  problem  response.  Customers  do, 
since  most  keep  logs  of  software  problems,  as  shown  in  Exhibit  1 1 1-9. 

Vendors  must  not  underestimate  the  small-system  user,  particularly  in  the 
level  and  sophistication  of  their  record  keeping.  INPUT  has  found  that  a 
higher  percentage  of  small-system  users  maintain  logs  of  software  problems 
(81%)  than  do  large-system  users  (74%).  As  Exhibit  111-10  shows,  the  per- 
centage of  companies  maintaining  logs  does  not  vary  significantly  by  company 
size. 

Exhibit  111-10  illustrates  that  some  industries  are  much  more  likely  to  main- 
tain detailed  logs  than  other  industries.  Ninety-five  percent  of  services/dis- 
tribution markets,  for  example,  keep  logs,  as  opposed  to  only  68%  of  process 
manufacturing  companies.  Not  surprisingly,  service  industries  have  one  of  the 
highest  proportions  of  software  not  supported  by  the  vendor  (39%),  whereas 
process  manufacturing  has  one  of  the  lowest  (16%).  This  indicates  that  indus- 
tries (and  companies)  that  tend  to  be  self-sufficient  in  software  support  are 
much  more  likely  to  keep  detailed  logs. 

Among  the  users  that  did  maintain  logs,  about  one  problem  in  four  was  classi- 
fied as  a  major  problem,  with  major  problems  fairly  equally  divided  among 
operating  systems,  other  systems  software,  and  applications,  as  shown  in 
Exhibit  lll-l  I. 
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EXHIBIT  III-9 


CUSTOMER  LOGS  OF  SOFTWARE  PROBLEMS 
(AS  REPORTED  BY  CUSTOMERS) 


•    Customers  Increasingly  View  Logs  as  a  Valuable  Vendor  Management  Tool. 
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EXHIBIT  111-10 


SOFTWARE  PROBLEM  LOGS  MAINTAINED, 
BY  CUSTOMER  SIZE  AND  INDUSTRY 
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EXHIBIT  lll-n 


SOFTWARE  PROBLEM  OCCURRENCE 
(As  Reported  by  Customers) 


CZ]    Operating  Systems 

Other  Systems  Software 


Application 
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The  picture  is  different  for  minor  problenns: 

Operating  systenn  problems  account  for  more  than  the  other  two  cate- 
gories combined. 

Application  software  accounts  for  a  very  small  proportion  of  this 
category  of  problem.  This  is  due  to  the  ability  of  customers  to  "work 
around"  such  problems— e.g.,  writing  a  special  module  or  report 
program  to  deal  with  a  problem.  "Working  around"  systems  software 
problems  is  much  more  difficult. 

Users  reported  a  surprisingly  high  level  of  satisfaction  with  resolution  once  a 
problem  is  identified  and  logged,  as  shown  in  Exhibit  111-12.  Almost  80%  of 
small-system  users  said  they  were  satisfied  with  problem  resolution.  Users 
who  were  not  satisfied  (just  21%)  cited  the  need  for  faster  response  time  and 
improvements  in  the  quality  of  support  as  their  primary  requirement. 

The  actual  quantified  performance,  as  reported  by  customers,  is  spotty. 

Applications  software  has  both  the  best  and  the  worst  performance, 
with  virtually  all  major  problems  resolved,  but  only  about  two-thirds  of 
minor  problems,  shown  in  Exhibit  111-13. 

The  minor-problem  performance  is  due  in  large  part  to  the  open- 
ended  qualities  of  application  software  "problems"— many  of 
these  are  really  requests  for  enhancements  that  may  not  be 
acted  on  for  several  releases,  if  ever. 

There  is  often  less  pressure  on  vendors  to  solve  these  minor 
problems  since  users  can  often  take  care  of  the  problem  them- 
selves. 
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EXHIBIT  111-13 


SOFTWARE  PROBLEM  RESOLUTION 
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Operating  system  problem  resolution  is  not  good  at  all  for  major  prob- 
lems, and  not  much  better  for  minor  problems.  For  customers  who  are 
at  a  vendor's  mercy  this  is  a  very  uncomfortable  position  to  be  in. 

Problem  resolution  for  other  systems  software  is  much  better,  although 
even  here  one  in  ten  major  problems  is  not  resolved. 

It  is  understandable  that  the  major  systems  software  problems  would  be 
harder  to  resolve  than  minor  problems. 

•  The  only  answers  are  quality  assurance  and  improvement.  This  is  a  situation 
that  customers  have  learned  to  live  with  since  their  options  are  extremely 
limited,  are  usually  not  feasible  (change  hardware  and/or  operating  system), 
or  are  not  guaranteed  to  be  an  improvement. 

C.       ELECTRONIC  SUPPORT 

I.       CURRENT  SITUATION 

•  There  has  been  much  discussion  by  vendors  about  the  advantages  likely  to 
accrue  from  electronic  support.  The  major  advantages  include: 

Automatic  downloading. 

Remote  diagnostics. 

Remote  fixes. 

•  While  the  use  of  electronic  support  has  been  heralded  as  the  solution  to  esca- 
lating costs  in  software  maintenance,  the  actual  use  of  remote  software 
servicing  is  limited.   Exhibit  111-14  demonstrates  that  only  about  one-third  of 
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small -system  customers  currently  use  remote  support,  even  on  a  superficial 
basis.  Where  actual  day  to  day  applications  are  considered,  the  percentage  of 
remote  support  users  (in  the  small-system  environment)  drops  to  nearly  5%. 

•  User  experience  with  automatic  downloading  and  remote  fixes  is  limited, 
though  almost  half  (47%)  of  all  small-system  customers  reported  use  of 
remote  diagnostics.  Satisfaction  with  remote  diagnostics  varied  tremen- 
dously, but  there  was  one  important  central  point:  users  that  understood  the 
benefits  of  remote  diagnostics  strongly  favored  most  other  remote  support 
techniques.  On  the  other  hand,  users  that  perceived  remote  diagnostics  only 
in  terms  of  benefits  to  the  vendor  typically  would  not  favor  other  remote 
support  techniques. 

The  use  of  automatic  downloading  does  vary  significantly  by  company 
size,  although  process  manufacturing  and  insurance  are  somewhat  more 
likely  to  use  it,  and  there  is  little  evidence  of  its  use  in  transporta- 
tion/utilities, as  shown  in  Exhibit  111-15.  The  high  percentage  of  large 
companies  using  automatic  downloading  is  evidence  that  companies 
with  extensive  remote  support  experience  (and  requirements)  are  likely 
to  access  new  remote  support  techniques. 

The  striking  conclusion  regarding  automatic  downloading  is  that  almost 
half  of  respondents  see  little  improvement  occurring  because  of  auto- 
matic downloading,  as  shown  in  Exhibit  111-16.  This  lack  of  customer 
confidence  in  automatic  downloading  is  not  surprising.  Most  users 
typically  feet  that  the  vendor  offers  this  service  simply  to  reduce 
on-site  software  engineer  expenditures.  Consequently,  users  believe 
that  they  derive  little  or  no  benefit  from  this  service. 

The  low  percentage  of  users  that  report  faster  problem  resolution  as 
the  result  of  automatic  downloading  (just  under  12%)  is  a  clear  state- 
ment about  the  average  vendor's  marketing  of  this  service.  Vendors 
usually  offer  this  service  specifically  to  improve  response/repair  time; 
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USE  OF  AUTOMATIC  DOWNLOADING, 
BY  CUSTOMER  SIZE  AND  INDUSTRY 
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EXHIBIT  111-16 


BENEFITS  EXPECTED  BY  CUSTOMERS 
FROM  AUTOMATIC  DOWNLOADING* 
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the  fact  that  almost  90%  of  the  users  do  not  perceive  this  benefit  is  a 
problem  the  vendors  must  confront  immediately. 

Use  of  remote  diagnostics  by  customer  size  and  industry  is  shown  in  Exhibit 
111-17.  Although  the  results  in  this  exhibit  differ  somewhat  according  to  size 
and  industry  type,  the  overall  variance  is  not  great.  Approximately  one-half 
of  small-system  users  now  employ  some  sort  of  remote  diagnostics. 

INPUT  believes  that  this  number  will  increase  dramatically  in  the  next 
three  to  five  years.  This  increase  will  result  as  service  technology  is 
designed  into  the  newer  small  system  to  help  vendors  reduce  on-site 
repair  costs. 

A  second  reason  that  INPUT  expects  the  use  of  remote  diagnostics  to 
increase  is  the  growing  demand  for  this  services,  as  shown  in  Exhibit 
111-18.  In  contrst  to  automatic  downloading,  where  47%  of  the  respon- 
dents expected  little  or  no  effect  when  they  used  the  service,  remote 
diagnostics  users  were  much  more  optimistic.  Forty  percent  of  the 
respondents  expected  a  general  improvement  when  using  remote  diag- 
nostics, while  \6%  cited  faster  problem  resolution. 

This  is  a  clear  indication  that  a  large  percentage  of  small-system  users 
have  identified  the  benefits  of  using  remote  diagnostics,  and  this  is 
likely  to  increase  demand  for  this  service. 

The  extent  of  use  of  remote  fixes  is  similar  to  that  of  downloading,  with  about 
one  quarter  of  companies  using  them,  as  shown  in  Exhibit  111-19.  Company 
size  is  a  moderate  factor  in  use,  while  discrete  manufacturing  and  ser- 
vices/distribution show  somewhat  less  use. 

The  benefits  expected  from  the  use  of  remote  fixes  are  similar  to  those 
of  automatic  downloading,  with  more  than  one  out  of  four  of  companies 
seeing  small  benefits  accruing  to  themselves,  as  shown  in  Exhibit  111-20. 
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USE  OF  REMOTE  DIAGNOSTICS, 
BY  CUSTOMER  SIZE  AND  INDUSTRY 
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EXHIBIT  111-18 

BENEFITS  EXPECTED  BY  CUSTOMERS  FROM  REMOTE  DIAGNOSTICS 
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EXHIBIT  111-19 


USE  OF  REMOTE  FIXES, 
BY  CUSTOMER  SIZE  AND  INDUSTRY 
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EXHIBIT  111-20 


BENEFITS  EXPECTED  BY  CUSTOMERS  FROM  REMOTE  FIXES 
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Small-system  vendors  must  be  particularly  concerned  when  they  realize 
that  such  a  high  percentage  (42%)  of  small-system  users  expect  little 
or  no  effect  from  the  use  of  remote  fixes,  and  none  of  the  users  expect 
the  quality  of  service  to  improve. 

This  is  significant  because  it  demonstrates  that  users  really  do 
not  see  any  benefits  from  using  remote  fixes.  Without  the  user's 
support,  it  will  be  very  difficult  for  small-system  vendors  to 
introduce  this  service  successfully. 

Small-system  user  attitudes  regarding  electronic  support  can  be  described 
only  as  lukewarm,  particularly  in  the  areas  of  automatic  downloading  and 
remote  fixes.  One  interesting  and  potentially  useful  finding  is  the  absence  of 
user  concern  for  costs  or  pricing  of  electronic  support.  This  lack  of  concern 
could  be  very  beneficial  to  vendors,  who  can  realize  significant  cost  savings 
using  electronic  support  techniques. 

Before  small-system  vendors  will  be  able  to  fully  realize  the  profit  potential 
of  remote  and  electronic  support,  they  must  demonstrate  to  users  the  benefits 
of  this  service.  Currently,  most  users  perceive  electronic  support  as  a  tool 
designed  by  the  vendor  to  lower  the  vendor's  costs.  While  this  is  certainly 
true,  the  users  must  understand  that  they  too  will  share  in  the  benefits. 
Vendors  can  overcome  user  objections  to  electronic  support  by  stressing  the 
effect  of  remote  services  on  important  service  issues  such  as  improved 
response  and  repair  time,  and  higher  level  of  software  engineer  expertise. 

VENDOR  INITIATIVES 

Of  concern  to  vendors  should  be  the  relatively  low  and  diffuse  value  that 
customers  place  on  electronic  distribution.  There  are  two  dangers  here: 

Use  levels  remaining  low. 
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Perceived  benefits  remaining  nebulous  and,  consequently,  application 
of  more  pressure  to  receive  some  tangible  benefit,  e.g.,  a  price 
reduction. 

Part  of  this  problem  arises  from  the  fact  that  most  vendors  have  not  gotten 
beyond  seeing  electronic  distribution  as  a  replacement  for  human  intervention 
or  hard  copy  documentation.  Often,  electronic  support  is  nothing  more  than  a 
transmission  medium. 

Ironically,  software  vendors  have  made  the  same  implicit  mistake  in  this  case 
as  have  software  developers  generally:  they  have  been  content  to  automate  a 
manual  system  rather  than  to  use  computers  in  breaking  new  ground.  It  is 
doubtful  under  these  circumstances  that  support  systems  can  provide  much,  if 
any,  benefit  in  most  situations.  < 

Exhibit  111-21  shows  a  conceptual  view  of  an  electronic  support  system  of  the 
future.  To  the  best  of  INPUT'S  knowledge,  no  vendor  is  yet  taking  this 
comprehensive  a  view  toward  support,  although  some  parts  of  it  have  been 
implemented  in  a  few  instances  (e.g.,  problem  data  base,  electronic  response.) 

The  natural  language  interface/expert  system  front  end  is  only  feasible 
for  products  where  a  signinficant  investment  is  warranted.  Exhibit 
111-22  shows  the  factors  involved  and  the  need  to  have  most  of  these 
determinants  close  to  the  high  end  of  the  scale. 

While  it  might  not  always  be  cost-effective  to  have  a  computer-driven 
expert  system,  the  natural  language  interface  can  assist  customers  in 
putting  their  problems  into  commonly  understood  terms. 

This  would  alleviate  one  of  the  problems  of  electronic  mail:  ambiguity 
and  misunderstanding.  This  would  make  customers  far  more  likely  to 
use  the  "electronic  mailbox"  aspects  of  an  electronic  support  system. 
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EXHIBIT  111-21 


ELECTRONIC  SUPPORT  OF  THE  FUTURE 
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EXHIBIT  111-22 


REMOTE  SUPPORT  SYSTEM:    INVESTMENT  DETERMINANTS 
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Eliminating  initial  person-to-person  contact  would  help  vendor  support 
operations  in  several  waysj 

Smoothing  time-of-day/week  peaks. 

Ranking  problems  and  assigning  them  to  the  correct  specialist. 

Documentation. 

The  perceived  benefits  would  include: 

Much  faster  response  to  known  problems,  especially  if  the  expert 
system  interface  were  used. 

Much  less  vendor  involvement  in  problems  and  queries  that  turn  out  to 
already  be  in  customer  documentation. 

These  two  benefits  taken  together  could  then  allow  support  organizations  to 

focus  on  major  operating  system  problems. 
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IV  PRICING 


A.       CURRENT  SPENDING 

•  As  noted  in  the  previous  chapter,  small-system  users  are  typically  price 
sensitive,  but  their  demand  for  improved  software  support  far  outweighs  this 
price  sensitivity.  Software  support  has  the  potential  to  contribute  much  more 
than  the  current  15-17%  of  total  service  revenue. 

•  Exhibit  IV- 1  demonstrates  that  software  support  currently  accounts  for  27% 
of  software  license  costs. 

This  proportion  does  not  vary  greatly  by  customer  size,  but  does  show 
significant  variation  by  industry. 

These  industry  differences  include  support  outlays,  as  well  as  the 
amount  of  ongoing  software  license  expense,  and  can  be  affected  by 
such  practices  as 

A  one-time  license  fee  with  ongoing  support  costs. 

Purchasing  a  package  to  use  as  a  "shell,"  with  no  support 
planned. 
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EXHIBIT  IV-1 


SOFTWARE  SUPPORT  COSTS  AS  A  PROPORTION  OF  LICENSE  COSTS 

BY  COMPANY  SIZE  AND  INDUSTRY 
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A  package  purchased  from  the  end  user's  budget,  with  support 
costs  from  MIS  (or  vice  versa). 

Because  small-system  users  are  typically  unconcerned  with  the  price  of  soft- 
ware support,  INPUT  believes  that  vendors  are  missing  an  opportunity  to 
increase  service  profitability  by  maximizing  software  support. 

Exhibit  IV- 1,  for  example,  demonstrates  that  the  transportation 
industry  reports  a  much  higher  proportion  of  support  to  license  costs 
than  the  banking  industry.  Part  of  the  reason  for  this  higher  proportion 
is  that  transportation  software  vendors  are  more  likely  to  bundle 
support  costs  into  the  license  fee,  thereby  making  it  more  difficult  for 
the  user  to  identify  specific  support  fees  (although  support  fees  are 
usually  separately  quoted). 

Exhibit  IV-2  demonstrates  that  just  over  50%  of  small-system  users  reported 
that  software  support  was  bundled  into  their  license  fee.  Bundling  of  support 
and  license  fees  is  typically  provided  by  the  software  vendor  as  a  convenience 
to  the  user.  As  Exhibit  IV-3  shows,  the  pattern  of  bundling  software  support 
costs  is  consistent  by  company  size  and  industry. 

Small  system  software  vendors  must  react  to  basic  changes  in  the  software 
marketplace.  These  changes  will  have  a  long-lasting  impact  on  both  support 
and  support  pricing.  Today's  minicomputer  is  fast  becoming  a  powerful  inter- 
acting system  that  is  placing  a  much  greater  burden  on  software  than  ever 
before.  The  opportunity  lies  in  the  fact  that  small-system  users  are  willing  to 
pay  a  substantial  premium  to  get  the  support  they  require. 
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PROPORTION  OF  SUPPORT  BUNDLED  INTO 
LICENSE  FEE  (AS  REPORTED  BY  CUSTOMERS) 


•  Support  Usually  Is  Separately  Quoted. 

•  "Bundled"  in  License  Fee  for  Administrative  Convenience. 
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EXHIBIT  IV-3 


PROPORTION  OF  SOFTWARE  SUPPORT  COSTS  BUNDLED  INTO 
THE  LICENSE  FEE,  BY  COMPANY  SIZE  AND  INDUSTRY 
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B.       FUTURE  SPENDING 


•  Most  users  not  only  expect  software  support  costs  to  increase,  but  they  also 
expect  to  purchase  additional  software,  which  will  result  in  substantially 
higher  software  support  costs  in  the  future.  Exhibit  IV-4  indicates  that  46% 
of  small-system  users  reported  they  did  not  expect  support  costs  to  increase. 

INPUT  believes,  however,  that  up  to  75%  of  small-system  users  expect 
and  are  prepared  for  a  support  price  increase  to  continue. 

•  The  driving  force  behind  user  expectations  regarding  future  software  support 
spending  will  be  the  need  to  increase  support  of  increasingly  complex  small- 
system  software  products.  As  noted  above,  a  substantial  group  of  users 
expect  that  support  of  their  stable  products  will  not  increase  in  price.  How- 
ever, INPUT  believes  that  this  is  a  shrinking  market  and  that  more  users  will 
be  forced  to  purchase  additional  products  (and  support),  and  this  will  cause 
sharply  increased  software  support  spending. 

•  Sixty-five  percent  of  small-system  users  cited  the  need  for  additional  soft- 
ware as  the  primary  reason  for  increases  in  software  fees,  as  shown  in  Exhibit 
IV-5.  New  hardware  growth  was  the  second  most  important  reason  given  for 
price  increases,  with  general  price  increases  the  third  most  important  reason. 

•  The  planned  acquisition  of  new  software  for  current  products  is  important 
because  it  stresses  the  importance  users  place  on  their  installed  hardware. 
Although  27%  of  small-system  users  indicated  that  new  hardware  growth  was 
going  to  fuel  increased  software  support  expenditures,  over  65%  believed  that 
expenditures  would  be  increased  by  the  purchase  of  additional  software  for 
their  current  installed  base. 

•  The  breakdown  of  companies  that  expect  to  be  purchasing  additional  software 
and  software  support  for  their  current  equipment  is  shown  in  Exhibit  IV-6. 
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EXHIBIT  IV-4 


CUSTOMER  EXPECTATIONS  OF  SOFTWARE 
SUPPORT  COST  INCREASES 


•  The  user-driven  demand  for  increased  support 
will  lead  to  higher  prices  -  -  most  users  acknow- 
ledge and  expect  this. 

•  Stable  software  requires  less  support  -  -  and 
consequently  fewer  price  increases.  This,  however, 
is  a  shrinking  market. 
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EXHIBIT  IV-5 


CUSTOMER  PERCEPTIONS  OF  REASONS  FOR 
INCREASE  IN  SOFTWARE  SUPPORT  FEES 


Reason* 

Additonal  Software 
for  Current 
Hardware 

Not  Identified 


Applications 


System 


Pricing 


Price  Increases 


I  nflation 


New  Hardware 
Growth 


12% 


13% 


21% 


15% 


6% 


27% 


40% 


65% 


J  I  I         I  I         I  I 


20  UO  60  80 

Percent  of  Respondents 


100 


Note:  Total  is  more  than  lOO^-^  due  to  multiple  responses. 
*  Open-ended  coded  question 
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EXHIBIT  IV-6 


ADDITIONAL  SOFTWARE  AS  A  REASON  FOR  SOFTWARE  SUPPORT 
COSTS  INCREASING,  BY  COMPANY  SIZE  AND  INDUSTRY 


All  Companies 


By  Size 


Medium 


Medium-Large 


Large 


By  Industry 


Discrete  Manufacturing 


Process  Manufacturing 


Transportation  /  Utilities 


Services /Distribution 


Banking 


I nsurance 


I 


53% 


50% 


65% 


74% 


71% 


71% 


63% 


mi 


64% 


50% 


JL 


± 


20  40  60  80 

Percent  of  Customer  Respondents 
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Large  companies  (over  $5  billion  in  revenue)  are  the  ones  most  likely  to  be 
purchasing  new  equipment,  and  therefore  have  a  relatively  low  additional 
software  expectation.  Both  medium  and  medium-to-large  companies  indi- 
cated a  greater  dependence  on  their  present  systems  and  expect  to  be  pur- 
chasing additional  software  and  support. 

C.       REPLACEMENT  VERSUS  UPGRADED  PRODUCTS 


•  The  issue  of  enhancement  versus  upgrade  is  of  continuing  importance  to  most 
small -system  vendors.  These  vendors  have  found  that  they  can  maximize  user 
satisfaction  through  enhancements  or  support  revenue  through  upgrades.  This 
choice  was  delineated  in  the  following  way: 

Upgraded  software  typically  is  more  attractive  to  new  customers,  and 
thus  can  potentially  increase  revenues. 

Little,  if  any,  revenue  can  be  obtained  from  an  enhancement  aimed 
primarily  at  current  users  who  have  already  paid  substantial  support 
fees. 

Where  most  units  of  an  existing  product  have  been  purchased,  an 
upgrade  represents  an  additional  revenue  opportunity. 

On  the  other  hand,  an  upgrade  that  is  badly  managed  can  create  signif- 
icant problems  within  the  customer  base,  in  that  customers  believe 
they  are  being  forced  to  pay  for  the  same  software  twice. 

•  Approximately  56%  of  the  companies  using  small  systems  had  a  recent  experi- 
ence of  being  offered  a  "new"  product  rather  than  an  upgrade.  Sixty-two 
percent  of  these  companies  felt  that  the  vendors  handled  the  situation  well,  as 
shown  in  Exhibit  IV-7,    Of  the  38%  of  small-system  customers  that  had  a 
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problem,  most  cited  generally  poor  communication  between  the  vendor  and 
the  user  as  the  primary  reason  for  dissatisfaction: 

Ten  percent  of  the  users  cited  general  problems  in  the  conversion 
process.  These  included  delays  in  getting  the  new  program  running,  and 
inadequate  conversion  and  testing. 

Nineteen  percent  of  the  users  indicated  that  they  had  a  variety  of 
other  problems  with  the  replacement  of  existing  products  by  new 
products.  Most  of  the  19%  involved  a  misunderstanding  by  the  user 
about  the  capabilities  of  the  new  package. 

Interestingly,  none  of  the  dissatisfied  users  cited  cost  as  a  problem  in  the 
conversion  process.  As  with  most  other  software-related  issues,  customers 
are  clearly  saying  that  they  want  and  need  improved  software  and  support— 
and  they  are  willing  to  pay  additional  premiums  to  get  the  level  of  software 
quality  they  require. 

Exhibit  IV-8  shows  the  lack  of  importance  most  small-system  users  place  on 
software  costs  (both  license  and  support).  This  exhibit  demonstrates  that 
almost  half  of  the  respondents  reported  that  they  received  no  discount  for 
switching  to  a  new  software  product.  The  majority  of  users  reported  that 
they  received  an  acceptable  discount.  The  important  point  is  that  discounts 
seem  to  have  little  or  no  impact  on  user  satisfaction  with  the  new  product  or 
with  service. 

Two  out  of  three  customers  see  replacements  becoming  more  common  in  the 
future,  as  shown  in  Exhibit  IV-9. 

Technical  changes  and  general  trends  in  software  development  are  seen 
as  the  most  important  motivating  forces  for  an  increase  in  replace- 
ment, not  upgrades  of  software  packages. 
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Increased  revenues  are  also  given  weight,  but  by  only  one  quarter  of 
respondents.  Users  clearly  feel  that  vendors  are  not  motivated  entirely 
by  the  need  to  increase  revenues,  but  rather  that  this  is  a  byproduct  of 
the  changing  market. 

INPUT  sees  replacement  products  as  having  considerable  scope  for  revenue 
enhancement,  given  several  key  assumptions: 

The  replacement  poduct  delivers  additional,  needed  functionality  (the 
"needed"  as  a  user  perception  is  important). 

The  replacement  product  required  nontrivial  development  resources. 
Otherwise,  users  believe  they  paid  for  a  replacement,  but  received  an 
enhancement. 

Some,  but  not  extensive,  conversion  is  needed  between  the  two 
products. 

The  technical  transition  is  handled  well.  Communication  is  a  key  to 
this  transition  process. 
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V  VENDOR-CUSTOMER  RELATIONSHIPS 


V        VENDOR-CUSTOMER  RELATIONSHIPS 


•  This  chapter  examines  two  of  the  key  areas  concerning  vendor-customer 
software  support  relationships: 

Terms  and  conditions  generally  used  by  small-system  vendors. 

Customer  tracking  of  terms  and  conditions. 

•  INPUT  believes  that  the  increase  in  customer  tracking  of  support  contract 
terms  and  conditions  is  significant  because  it  is  a  symptom  of  future 
changes.  The  customer  is  becoming  much  more  assertive  and  knowledgeable 
about  market  conditions  and  standards.  As  competition  in  the  small-system 
software  support  market  increases,  customers  will  have  the  power  to  deal 
with  the  vendors  on  a  more  equal  footing.  In  some  cases,  users  will  be  able  to 
obtain  special  leverage  against  vendors,  particularly  on  older  products  with  a 
large  installed  base. 

A.       TERMS  AND  CONDITIONS 

•  As  Exhibit  V-l  demonstrates,  customer  satisfaction  with  contract  terms  does 
not  vary  a  great  deal  either  by  size  of  the  user's  company  or  by  industry 
category.  Typically,  large  corporations  are  the  most  satisfied  with  contract 
terms  and  conditions  because,  as  is  shown  below,  these  companies  can  exert 
the  most  influence  on  the  software  vendor. 
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EXHIBIT  V-1 


EXTENT  CONTRACTUAL  TERMS  ARE  SATISFACTORY, 
BY  COMPANY  SIZE  AND  INDUSTRY 


All  Companies 


By  Size 


Medium 


Medium-Large 


Large 


By  Industry 


Discrete  Manufacturing 


Process  Manufacturing 


Transportation  /Utilities 


Services  /Distribution 


Banking 


I nsurance 


^■:^,->->iW«:?i 


1 


83% 


87% 


71% 


90% 


77% 


86% 


89% 


80% 


89% 


83% 


20 


40 


60 


80 


100% 


Percent  of  Customer  Respondents 
Finding  Terms  Satisfactory 
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Of  the  17%  of  small-system  users  that  were  dissatisfied  with  contract  terms, 
the  majority  indicated  the  basic  problem  was  that  the  contracts  generally 
favored  the  vendor,  as  shown  in  Exhibit  V-2.  The  real  surprise  was: 

Only  17%  of  the  users  said  they  were  dissatisfied  with  contract  terms. 

Of  those  that  were  dissatisfied,  very  few  reported  support  costs  as  a 
cause  of  their  dissatisfaction. 

Medium-to-large  companies  (with  revenues  of  $1  billion  to  $5  billion)  were  the 
most  dissatisfied  (29%),  and  large  companies  (over  $5  billion)  were  the  least 
dissatisfied  (10%).  There  was  not  a  significant  variation  in  dissatisfaction  by 
industry. 

Exhibit  V-3  lists  the  contract  changes  desired  by  small  system  users.  Most  of 
the  changes  mentioned  by  respondents  related  to  improved  software  support; 
for  example,  more  maintenance,  improved  quality,  and  guaranteed  re- 
sponse/repair times.  There  was  a  certain  amount  of  dissatisfaction  with 
imprecise  contract  terms  and  a  desire  for  tighter  warranty  coverage. 

Lower  contract  prices  is  the  single  most  important  change  in  contract  terms, 
according  to  Exhibit  V-3,  and  this  appears  to  contradict  earlier  statements 
INPUT  has  made  about  service  price  insensitivity  by  users.  However,  the 
reader  should  remember  that  only  17%  of  all  small-system  users  are  dissatis- 
fied, and  of  that  17%,  only  22%  are  concerned  about  price.  In  reality,  less 
than  4%  of  small-system  users  expressed  dissatisfaction  with  software 
contract  prices. 

Although  only  17%  of  small-system  users  are  dissatisfied  with  their  support 
contracts,  almost  all  users  reported  that  they  seek  to  modify  the  terms  of  the 
contract,  usually  with  excellent  results.  Exhibit  V-4  shows  that  a  majority 
(56%)  of  users  frequently  attempt  to  modify  contract  terms,  and  85%  attempt 
modifications  occasionally. 
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EXHIBIT  V-2 


PERCEIVED  REASONS  FOR 
UNSATISFACTORY  CONTRACTUAL  TERMS 


Note:  Open-ended,  coded  question 
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EXHIBIT  V-3 


DESIRED  CHANGES  BY  CUSTOMERS  IN  CONTRACTUAL  TERMS 


Changes* 
Lowered  Prices 

More  Maintenance 
Available 

Tighter  Warranties 

Guaranteed  Times 

Higher-Quality 
Performance 

Other 


6% 


13% 


13% 


9% 


22% 


I  I 


37% 


J  I  I 


Note:  May  total  more  than  100%  due  to  multiple  responses. 


0  10  20  30  40  50% 

Percent  of  Respondents  Specifying  Changes 


*  Open-ended,  responses  coded. 
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EXHIBIT  V-4 


EXTENT  TO  WHICH  CUSTOMERS  SEEK  TO 
MODIFY  CONTRACTUAL  TERMS 


Users  that  Attempt  to  Modify  Contracts 


«      Almost  all  users  occasionally  try  to  modify  contracts 

•     Service  and  insurance  industries  attempt  the  most  frequent  changes 
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Characteristics  of  companies  that  always  attempt  to  modify  contract  terms 
are  displayed  in  Exhibit  V-5.  As  the  exhibit  shows,  modification  of  terms  does 
not  vary  substantially  by  company  size,  but  there  are  some  large  variations  by 
industry: 

The  service/distribution  industry  has  the  highest  percentage  of 
customers  that  always  attempt  to  modify  contracts.  It  should  be 
remembered  that  this  industry  has  one  of  the  lowest  proportions  of 
vendor  supported  software  (61%)  of  all  small-system  users.  Ser- 
vice/distribution users  can  effectively  bargain  over  support  with  the 
software  vendor  because  of  the  implied  understanding  that  the  users 
can  perform  their  own  support. 

Transportation/utilities  has  the  lowest  proportion  of  users  that  always 
seek  to  modify  contracts  (17%).  Conversely,  these  users  are  least 
likely  to  perform  their  own  software  support. 

As  might  be  expected,  there  is  a  positive  correlation  between  the  amount  of 
software  support  competition  and  user  requirements  for  contract  renegotia- 
tion. Support  competition  includes  vendors  as  well  as  users.  (The  services 
industry,  as  noted  above,  is  an  excellent  example  of  how  user  self-mainte- 
nance can  have  a  substantial  impact  on  vendor-supplied  service.)  Vendors 
wishing  to  enter  or  expand  their  share  of  this  market  must  plan  for  this  effect 
of  competition,  which  INPUT  predicts  will  increase  dramatically  in  the  next 
three  to  five  years. 

Typically,  when  users  attempt  to  modify  contract  terms,  they  select  from  the 
list  shown  in  Exhibit  V-6.  As  was  shown  in  previous  exhibits  (and  in  Exhibit 
V-6  as  well)  the  predominant  goal  among  small-system  users  when  they  rene- 
gotiate contracts  is  to  improve  service.  A  small  but  growing  percentage  of 
users  (8%)  modify  contracts  in  order  to  get  software  source  code. 
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EXHIBIT  V-5 


CUSTOMERS  THAT  "ALWAYS"  SEEK  TO  MODIFY  CONTRACTUAL  TERMS, 

BY  COMPANY  SIZE  AND  INDUSTRY 


All  Companies 


By  Size 


Medium 


Medium-Large 


Large 


By  Industry 


Discrete  Manufacturing 


Process  Manufacturing 


Transportation  /Utilities 


Services /Distribution 


Banking 


I nsurance 


17% 


35% 


± 


50% 


48% 


53% 


50% 


53% 


50% 


60% 


I 


71% 


20  40  60 

Percent  of  Respondents 


80 
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EXHIBIT  V-6 


CONTRACTUAL  TERMS  THAT    CUSTOMERS  TRY  TO  MODIFY 


Contractual 
Terms 

Support  Levels 
Cost-Related 
Warranty /Liability 
Legal /Ownership 
Source  Code 
Multiple  Locations 
Upgrades 
Other 


D  o 


6% 


16% 


1 


24%: 


23% 


24% 


21% 


10  15  20 

Percent  of  Respondents 


25% 


-  81  - 

©1984  by  INPUT.  Reproduction  Prohibited. 


INPUT 

FSS7 


INPUT  expects  user  demand  for  source  code  to  increase  as  user 
self-maintenance  of  software  becomes  more  common.  This  increase 
will  not  be  dramatic,  but  may  be  profitable  to  vendors  that  price  their 
code  according  to  user  demand. 

Another  reason  INPUT  anticipates  a  substantial  growth  in  customer  attempts 
to  renegotiate  contracts  is  the  users'  past  success  in  contract  modification. 
Exhibit  V-7  demonstrates  that  over  90%  of  small-system  users  reported  good 
or  excellent  success  in  modifying  contractual  terms.  Only  3%  said  they  had 
poor  success  in  modifying  contractual  terms. 

User  success  in  modifying  contract  terms  and  conditions  was  consistent 
across  different  size  and  industry  groupings,  although  it  should  be  noted 
that  many  of  the  modifications  involved  extending  services,  thus 
increasing  vendor  service  revenues. 

Vendors  are  not  likely  to  impede  modification  that  leads  to 
increased  revenues,  but  they  should  be  prepared  to  confront 
more  determined  customers  in  the  future— customers  requiring 
additional  contract  terms  that  will  not  be  as  easy  to  satisfy  as 
today's  requirements. 

One  disturbing  fact  that  vendors  must  address  is  the  customer's  perceived  lack 
of  understanding  of  contract  changes  planned  by  the  vendor.  Exhibit  V-8 
shows  that  80%  of  small-system  users  have  no  understanding  of  planned 
changes  in  software  products.  This  lack  of  information  on  the  user's  part  can 
have  several  important  consequences: 

Prior  consultation  would  probably  result  in  a  reduced  number  of 
changes  in  contract  terms  and  conditions  as  the  vendor  and  user  coop- 
erate in  the  development  of  realistic  use  requirements  and  vendor 
modification  schedules. 


-  82  - 

©1984  by  INPUT.  Reproduction  Prohibited. 


INPU 


EXHIBIT  V-7 


CUSTOMER  SUCCESS  IN 
MODIFYING  CONTRACTUAL  TERMS 
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EXHIBIT  V-8 


CUSTOMER  PERCEPTIONS  OF 
CONTRACTUAL  CHANGES  PLANNED  BY  VENDORS 


Type  of 
Change* 

None 
General 
Specific 
Don't  Know 


40% 


5% 


15% 


1  40% 


1^  20  30  40 

Percent  of  Respondents 


Open-Ended  Question  Coded 
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Users  typically  feel  that  software  service  is  very  poor  due  to  the  fact 
that  minor  (and  sometimes  major)  problems  are  "lost"  in  the  vendor's 
software  service  group.  The  user  has  no  idea  when,  as  if,  a  fix  will  be 
forthcoming.  Prior  consultation  could  result  in  a  specific  schedule  of 
fixes  and  contribute  substantially  to  a  higher  level  of  user  satisfaction 
with  software  support. 

Up  to  40%  of  small-system  users  believing  that  the  software  vendor  is 
planning  no  changes  and  this  misperception  could  expose  the  vendor's 
installed  base  to  aggressive  competition  in  support  and  new  products. 

B.       CUSTOMERS'  TRACKING  OF  TERMS  AND  CONDITIONS 

•  A  high  percentage  of  small-system  users  reported  that  they  have  a  central 
point  for  tracking  contract  terms,  as  shown  in  Exhibit  V-9.  This  is  consistent 
with  earlier  exhibits  that  demonstrate  the  importance  small-system  users 
place  on  software  support.  Interestingly,  a  greater  percentage  of  small- 
system  users  (58%)  say  they  need  a  central  tracking  point  than  large  system 
users  (55%). 

•  Exhibit  V-IO  illustrates  that  central  tracking  is  now  employed  by  a  majority  of 
small-system  users  in  all  size  and  industry  categories  except  the  services/dis- 
tribution indsutry.  It  is  significant  that  central  tracking  is  growing  faster  in 
smaller  companies— i.e.,  those  with  less  than  $5  billion  in  annual  revenues. 
Vendors  can  expect  a  much  more  demanding  user  base  as  these  smaller 
companies  become  more  sophisticated  in  tracking  license  features  and 
support. 

•  Users  are  employing  central  tracking  for  a  number  of  benefits,  as  is  shown  in 
Exhibit  V-ll.  By  far  the  most  common  benefit  perceived  by  the  users  of 
central  tracking  is  cost  control.  This  refers  primarily  to  internal  cost  control 
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EXHIBIT  V-9 


CENTRAL  CUSTOMER  POINT  FOR 
TRACKING  CONTRACTUAL  TERMS 
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EXHIBIT  V-10 


CENTRAL  CUSTOMER  POINT  FOR  TRACKING  CONTRACTUAL  TERMS, 

BY  INDUSTRY  AND  COMPANY  SIZE 


All  Companies 


By  Size 


Medium 


Medium-Large 


Large 


By  Industry 


Discrete  Manufacturing 


Process  Manufacturing 


Transportation  /Utilities 


Services /Distribution 


Banking 


I nsurance 


LiilJ  Current 
Planned 


58% 


58% 


70% 


50% 


A 


65% 


67% 


50% 


/ 


61% 


77% 


77% 


37^ 


57\ 


50% 


69% 
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60 
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Percent  of  Customer  Respondents 
With  Central  Tracking 
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EXHIBIT  V-11 


BENEFITS  TO  CUSTOMER  FROM  CENTRAL  TRACKING  OF  CONTRACTUAL  TERMS, 

AS  PERCEIVED  BY  CUSTOMERS 

Benefits* 
Cost  Control 

Uniform  Terms 

Information 

Change  Terms 

None,  Don't  Know 

Legal  Protection 

Other 


0  1  0  20  30  40  50% 

Percent  of  Respondents 

*  Open-Ended,  question  coded. 


-  88- 

1984  by  INPUT.  Reproduction  Prohibited.  INPU 

FSS7 


(e.g.,  elimination  of  duplicate  support,  improved  communication)  rather  than 
to  reduced  costs  from  the  vendor.  Some  vendors,  however,  do  offer  discounts 
in  order  to  compensate  their  users  for  the  maintenance  of  a  central  site  for 
support  coordination. 

Another  important  reason  for  central  tracking  of  support  contracts  is  that  it 
helps  the  user  to  negotiate  uniform  terms,  which  are  usually  beneficial  to  the 
user.  This  benefit  is  particularly  important  to  large  companies  (over  $5  billion 
annual  revenue)  that  maintain  distributed  networks  of  small  systems.  A 
central  tracking  and  billing  site  privides  the  user  with  increased  leverage  in 
evaluating  support  contracts. 

The  ability  to  change  specific  terms  or  extend  the  customer's  legal  rights  is 
valued  by  about  26%  of  small-system  users.  INPUT  expects  this  percentage  to 
grow,  particularly  as  smaller  users  begin  to  assert  themselves  by  demanding 
improved  software  support. 

Central  tracking  of  contractual  terms  has  been  a  common  practice  among 
small-system  users  for  a  number  of  years,  as  is  shown  in  Exhibit  V-12.  Trans- 
portation companies  have  the  highest  proportions  of  software  under  contracts, 
and  users  in  this  industry  report  application  of  central  tracking,  on  average, 
since  the  late  1970.  The  average  time  central  tracking  has  been  in  use  for  for 
all  companies  is  five  years,  indicating  a  high  level  of  experience  with  con- 
tractual tracking. 

Vendors  must  appreciate  that  as  small-system  user  sophistication  in  tracking 
support  grows,  so  will  their  understanding  of  and  requirements  for  service. 
Exhibit  V-13  suggests  that  as  companies  grow,  they  increasingly  realize  the 
benefits  of  central  tracking.  Many  smaller  companies  track  terms  without 
fully  appreciating  the  benefits. 

While  this  is  not  a  significant  problem  today,  vendors  should  seize  the  oppor- 
tunity to  improve  user  satisfaction  by  emphasizing  the  benefits  of  central 
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EXHIBIT  V-12 


CENTRAL  TRACKING  OF  CONTRACTUAL  TERMS  -  AVERAGE 
TIME  ALREADY  IN  USE,   BY  COMPANY  SIZE  AND  INDUSTRY 


AH  Companies 


By  Size 


Medium 


Medium- Large 


Large 


By  Industry 


Discrete  Manufacturing 


Process  Manufacturing 


Transportation  /Utilities 


Services /Distribution 
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I nsurance 


5.0 


3.4 


1 
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6.  2 


6. 1 


5.  3 


4.0 


4.  3 
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7.7 


Average  Number  of  Years 
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SELECTED  BENEFITS  TO  CUSTOMERS  FROM 
CENTRAL  TRACKING  OF  CONTRACTUAL  TERMS  - 

BY  COMPANY  SIZE 
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tracking,  such  as  cost  containment  and  the  development  of  uniform  terms.  By 
taking  this  defensive  step,  vendors  will  protect  their  user  base  and  leverage 
their  market  much  more  successfully. 
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SUPPORT  ISSUES 


This  chapter  discusses  the  larger  issues  raised  in  the  course  of  the  research. 
Specifically,  these  issues  relate  to  general  service  trends  identified  by  the 
small -system  respondents  who  participated  in  the  survey.  (INPUT'S  findings 
and  recommendations  have  been  made  in  the  course  of  the  report  and  are 
highlighted  in  Chapter  II.) 

Six  out  of  ten  of  the  companies  interviewed  feel  they  have  little  or  no  control 
over  software  support  provided  by  vendors,  as  shown  in  Exhibit  VI- 1.  This  is 
consistent  with  earlier  findings  that  showed  that  firms  have  little  knowledge 
of  what  changes  vendors  were  planning,  and  that  customers  were  being 
offered  far  fewer  incentives  than  they  desired. 

The  significance  of  such  a  high  percentage  of  users  that  feel  they  have  no 
control  over  software  support  should  not  be  lost  on  vendors.  Users  frequently 
expressed  the  belief  that  their  service  requests,  particularly  for  minor 
problems,  went  unfulfilled  for  unreasonable  amounts  of  time.  In  reaction  to 
questions  about  response  time,  a  number  of  frustrated  users  answered  "I'm 
still  waiting— it's  been  months." 

INPUT  believes  that  this  user  frustration  translates  directly  into 
dissatisfaction  and  ultimately  to  an  erosion  of  the  user  base.  Vendors 
must  correct  the  perception  by  customers  that  the  customers  have  no 
control  over  software  support,  in  order  to  reverse  this  trend  of  dissatis- 
faction. 
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EXHIBIT  VI-1 


CUSTOMERS'  PERCEIVED  CONTROL 
OVER  SOFTWARE  SUPPORT 


Percent  of  Customer  Respondents 
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As  a  result  of  a  perceived  lack  of  control  over  software  support,  almost 
two-thirds  of  small -system  customers  said  that,  in  principle,  they  would  work 
with  or  change  vendors,  but  only  about  half  that  number  actually  do  so,  as 
shown  in  Exhibit  VI-2.  The  exhibit  demonstrates  that  in  reality,  users  are 
forced  to  depend  on  "other"  support  options  (e.g.,  user  self -maintenance) 
twice  as  often  as  they  should—at  least  in  theory. 

The  primary  reason  users  must  depend  on  "other"  support  is  their  inability  to 
work  with  their  current  vendor  or  to  change  vendors.  The  users  are  indicating 
that  in  the  best  of  all  possible  worlds,  they  would  be  much  less  loyal  to  any 
one  support  vendor,  and  33%  of  the  time  would  prefer  to  change  vendors  in 
order  to  influence  support. 

Respondents  were  asked  to  volunteer  the  issues  that  they  saw  as  being  impor- 
tant support  issues;  these  were  then  classified  into  major  categories,  as  shown 
in  Exhibit  VI-3.  Quality  emerged  clearly  as  the  single  most  important  support 
issue,  cited  in  a  variety  of  ways  by  almost  all  small-system  respondents. 

Costs  and  pricing  were  volunteered  by  a  very  small  proportion  of  respon- 
dents. Since  this  question  was  raised  after  respondents  had  been  made  sensi- 
tive to  cost  issues,  INPUT  believes  that  this  is  a  significant  omission,  and  one 
that  presents  opportunities  to  product  planners. 

it  is  interesting  to  contrast  the  issues  of  importance  to  customers,  as  shown  in 
Exhibit  VI-3,  with  the  changes  that  customers  see  occurring,  as  shown  in 
Exhibit  VI-4: 

A  sizable  group  simply  doesn't  know  what  will  be  happening;  in  con- 
trast, virtually  all  customers  have  views  on  what  they  consider  to  be 
important. 
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EXHIBIT  VI-2 


THEORETICAL  AND  ACTUAL  STEPS  TO  INFLUENCE 
VENDOR  SOFTWARE  SUPPORT  AS  REPORTED  BY  CUSTOMER 
(Percent  of  Customer  Respondents) 

THEORETICAL  STEPS 


Change  Vendors 


Work  With  Vendor 


Do 
Nothing 


Don't  Buy  Support 


Other 


ACTUAL  STEPS 
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EXHIBIT  Vl-3 


IMPORTANT  SOFTWARE  SUPPORT  ISSUES  TO  CUSTOMERS 

I  ssue* 

Vendor  Support 

•  Timely  Assistance 

•  Documentation/ 
I  nformation 

•  Support  Center 

•  Training 

Quality  Products 

None/Don't  Know 

Good  Vendor 
Performance  Generally 

Other 

0  10  20  30  40  50% 

Percent  of  Respondents 

Note:  May  total  more  than  100%  due  to  multiple  responses. 

•  Open-Ended  Question  Coded. 
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49% 

1  9% 
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4% 


□ 


24% 


26% 


6% 


33% 


EXHIBIT  VI-4 

CHANGES  FORESEEN  BY  CUSTOMERS  IN  SOFTWARE  SUPPORT 
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Nineteen  percent  of  small-system  users  see  less  support  needed  (as 
opposed  to  less  support  being  offered).  This  group  will  tend  also  to  see 
less  reason  to  pay  at  existing  pricing  levels  unless  vendor  support 
improves.  Note,  though,  that  only  3%  of  customers  spontaneously 
assert  that  support  quality  will  be  improving. 

Small-system  users  clearly  expect  a  significant  increase  in  the  amount 
of  self-support  made  available  to  and  required  of  them.  In  addition, 
almost  one-fifth  of  the  users  indicated  that  technical  changes,  particu- 
larly in  the  increased  use  of  electronic  support,  were  expected. 

•  On  balance,  it  is  obvious  that  user  requirements  for  software  support  are 
expected  to  keep  growing.  In  a  sense,  user  expectations  regarding  service  are 
ahead  of  the  current  vendor  support  strategies.  Users  are  willing  to  pay 
additional  premiums,  but  they  require  improved  support—and  vendors  are 
perceived  by  users  as  being  unresponsive.  This  is  caused  mainly  by  the 
vendors'  dominance  of  the  software  support  market,  and  the  resulting  feeling 
of  helplessness  by  users. 

•  Vendors  can  and  must  overcome  user  perceptions  of  inadequate  service.  The 
potential  benefits  for  correcting  these  perceptions  are  increased  user  satis- 
faction with  support;  growth  in  the  use  of  high-profit,  extended  services;  and, 
ultimately,  increased  software  support  profitability.  For  those  vendors  that 
choose  not  to  address  user  concerns  about  small-system  software  support,  the 
long-term  picture  does  not  look  good.  User  requirements  for  software  service 
will  grow  dramatically  and,  as  dissatisfaction  increases,  users  will  be  more 
susceptible  to  competitive  software  vendors,  and  the  installed  base  will  be 
adversely  affected. 
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APPENDIX  A:   RESPONDENT  CHARACTERISTICS 


APPENDIX  A 
RESPONDENT  CHARACTERISTICS 
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42 

Medium-Large  ($1-5  Billion) 

33 

Large  (Over  $5  Billion) 

31 
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Discrete  Manufacturing 

24 
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APPENDIX  B:         REPRESENTATIVE  RESPONDENT  TITLES 


•  Manager,  Information  Technology. 

•  Manager,  Technical  Center. 

•  Systems  Manager. 

•  Director,  Software  Services. 

•  Director,  Systems  Planning. 

•  Director,  Administration. 

•  Technical  Support  Manager. 

•  Assistant  Vice  President. 

•  Director,  Corporate  IS. 

•  DP  Manager. 

•  Director,  MIS. 

•  Planning  Analyst. 
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Technical  Specialist. 
Senior  Support  Systems  Analyst. 
Corporate  Vice  President. 
Manager,  Systems  and  Programming. 
Director,  Information  Center. 
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APPENDIX   C:   SOFTWARE  SUPPORT  CORPORATE 

QUESTIONNAIRE 


CATALOG  NO.  E 


tTTTI 


SOFTWARE  SUPPORT 
CORPORATE  QUESTIONNAIRE 


Introduction: 

INPUT  is  a  research  and  consulting  firm.    We  are  conducting  a  study  on 
issues  and  trends  in  packaged  software  support  and  maintenance  from  the 
corporate  customer's  standpoint.    We  will  make  recommendations  on  how  corpor- 
ations can  best  deal  with  these  issues  in  the  coming  years.    We  would  like  your 
organization  to  take  part  in  this  study  by  describing  what  you  are  doing 
now,  what  your  plans  are,  and  what  problems  you  see.    This  information  will 
be  used  by  IS  departments  in  their  planning  and  will  also  be  used  by  a  wide 
variety  of  information  service  vendors  to  offer  more  useful  products  and  services. 

None  of  the  information  that  you  provide  will  be  associated  with  your  company. 
In  return  for  your  taking  part  in  this  study,  we  will  send  you  a  summary  of  the 
study  on  its  completion  and  will  also  send  you  a  summary  of  INPUT'S  report 
PC  Software  Support  in  Large  Corporations. 

1.      a)      Are  your  responsible  for  all  significant  packaged  software  support 
matters  in  your  organization? 

□  ves     □  No 

If  No  to  l.a) 

b)     Are  you  knowledgeable  about  all  significant  packaged  software  support 
matters  in  your  organization? 

CH  Yes    ED  No 

If  No  to  l.b) 


Which  of  the  following  are  you  R^esponsible  for  or  l<nowledgeabIe  about: 
(Note  with  "R"  or  "K") 


Operating 
System  (s) 

Other  Systems 
Software 

Application 
Software 

Mainframe 

Minicomputer 
Software 

Microcomputer 
Software 

(NOTE:    get  names  of  other  people  to  complete  the  matrix). 


-  105  - 

©  1984  by  INPUT.  Reproduction  Prohibited. 


INPUT 


CATALOG  NO.  IFI<;[SI7 


For  the  rest  of  this  interview  I  would  like  to  discuss  with  you  your  support 

requirements  for    software.  (If  respondent  is 

responsible  for  one  area  select  that;  if  responsible/knowledgeable  in  more 
than  one,  follow  instructions.) 

2.      Who  are  the  suppliers  of  your  major  software  packages,  categorized  by 
software  type  (operating  systems,  other  systems  software,  and 
applications  software)  and  hardware  type?  (Use  following  matrix.) 


Software  Suppliers 


Software  Type 

Operating 
System  (s) 

Other  Systems 
Software 

Application 
Software 

Hardware  Type 

Mainframe 

Minicomputer 

-  IBM  Sys  38, 

-  Series  1, 

- 

DEC 

Minicomputer 

Prime 

Minicomputer 

Data  General 
Minicomputer 

Other  Mini 

Office/PC 

-  IBM  PC  Family 

-r  Other 
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Using  these  same  categories,  about  how  much  did  you  spend  in  1  983  on 

•  Software  licenses,  fees,  lease  or  rental  payments,  etc?  $  

•  Software  support  or  maintenance  fees,  either  in  dollars  or  as  a 
percent  of  License  fees?  $  

%  of  license  fees. 


For  what  percent  of  your  software  is  support  included  in  the  license 
fee? 


g 
o 


What  percentage  of  your  software  is  not  supported  by  the  vendor? 


o 

o 


Overall,  how  much  do  you  expect  these  to  change  in  1984  and  1  985? 
($  or  percent  change) 

^         Changes  in : 


Total  License  Fees 

Total  Support  Fees 

1984 

1985 

If  any  of  the  changes  in  3d  were  significant  (i.e.,  10%  or  more) 
•       What  is  the  reason  for  this? 


Do  you  expect  this  amount  of  change  to  continue? 
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I  will  read  a  list  of  functions  or  services  that  are  sometimes  or 
usually  included  as  part  of  standard  software  support  services. 
Please  tell  me  how  important  each  is  to  your  organization  generally 
and  whether  there  are  exceptions,  depending  on  the  type  of  package. 
Please  be  specific  about  the  exception  (e.g.,  from  a  particular 
vendor,  for  a  particular  application,  at  a  particular  location,  for  a 
particular  type  of  machine).  Please  rate  them  in  importance  on  a  scale 
of  1  to  5,  with  1  being  low  importance  and  5  representing  high 
importance. 

SOFTWARE  SUPPORT  FUNCTIONS 
IMPORTANCE 


Functions 

Generally 

Exceptions 

Fix  Errors 

Improve  Features 
of  Functionality 

Add  Features  or 
Functionality 

Extend  Features 
or  Functionality 

Training 

Consulting 

Other  (Describe) 
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How  well  have  your  software  vendors  generally  met  these  support 
requirements?    Have  certain  vendors  performed  much  better  or 
worse?    (Note:    Specific  vendor  names  are  preferred,  but  generic 
descriptions  are  acceptable;  please  rate  your  satisfaction  by  the  same 
functional  areas  (on  a  scale  of  1  to  5) . 


Satisfaction  with  Software  Support 


Functions 

Generally 

Exceptions 

Fix  Errors 

Improve  Features 
or  Functionality 

Add  Features  or 

PUIICLILIIlcllI  Kj 

Extend  Features 
or  Functionality 

Training 

Consulting 

Other  (describe) 

What  kinds  of  services  do  your  software  vendors  offer  in  addition  to 
those  contained  in  the  standard  support  contract  (e.g.,  additional 
training,  consulting)?    How  extensive  are  they? 
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About  how  much  do  you  spend  annually  on  these  additional  services? 
$   

What  additional  services  do  you  expect  to  purchase  from  your  packaged 
software  vendors? 

•  When: 


Why 


How  would  this  translate  into  dollars?  $ 


Have  you  experienced  situations  recently  where  a  software  vendor  has 
brought  out  a  new  product  rather  than  enhancing  or  modifying  an 
existing  product? 


Qves  Qno 


If  Yes: 

Which  product(s)  was  it? 


Do  you  feel  this  was  justified?  Yes  |  |No 
Explain:   


Did  licensees  of  the  old  product  receive  a  discount  on  the 
new  product?  [^Yes    |  ^No 

If  Yes,  how  much  was  it  and  was  it  fair  in  your  opinion? 


Overall,  do  you  feel  the  vendor(s)  handled  the  situation 
well  from  your  standpoint?  Q^Yes     |    |  No 

Why?  
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Do  you  think  that  bringing  out  new  products  in  this  way  will  be  a 
more  common  situation  in  the  future? 

n  Yes     O  No 

Why?  


If  yes,  will  this  be  common  for: 

I    I  Mainframe  Software 
I    I  Mini  Software 
I    I  Micro  Software 

Does  your  organization  keep  logs  or  other  records  of  major  and  minor 
bugs  or  other  problems  in  packaged  software? 

[2]  Yes  r~|No 
•       If  Yes: 

How  many  major  and  minor  problems  are  reported  annually 
for  operating  systems  software,  other  systems  software 
and  application  software  packages?    How  many  are  resolved? 
What  is  the  average  time  to  resolve  these  problems?  (Use 
attached  matrix. ) 
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7.      a)      Problem  Reporting  or  Resolution 


7.  b) 


Package  Type 

Problems 

Operating 
System(s) 

Other  Systems 
Software 

Application 
Software 

Major 

Number 
Reported 

Number 
Resolved 



Average  Time 
to  Resolve 

Minor 

Number 
Reported 

Number 
Resolved 

Average  Time 

to  Resolve 

Overall,  is  this  problem  resolution  performance  satisfactory? 

I    I  Yes 


No 


If  No: 

HOW  should  it  be  improved? 


To  what  extent  do  you  expect  it  to  be  improved? 
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How  much  do  you  expect  automatic  downloading  and  installation  of 
new  releases,  remote  diagnostics,  and  remote  fixes  to  improve  problem 
resolution  and  other  services?    Are  these  being  done  now  at  your 
installation?    If  so,  what  is  your  experience? 


Being 
Done  Now 
(Yes/No) 


Automatic  Down- 
loading and 
Installation  of 
New  Releases 


Expected 
Improvements 


Experience 


Remote  Diagnostics 


Is  there  one  person  in  your  company  who  tracks  and  analyzes  soft- 
ware support  contractual  terms  and  conditions  for  all  software  products? 

□  ves  Dno 

•  If  Yes: 

How  long  has  this  been  done?   

How  many  products  are  covered?   

What  benefits  has  your  company  received?   

•  If  No: 

•       Do  you  plan  to?     OYes  []]no 
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Do  you  feel  that  current  contractual  terms  and  conditions  applying 
to  software  support  and  maintenance  are  satisfactory? 


□ 


Yes 


No 


Why 


What  sort  of  changes  would  you  like? 


What  kind  of  changes  do  you  believe  vendors  are  planning? 


Does  your  firm  ever  seek  to  modify  standard  terms  and  conditions 
concerning  software  support? 

Qves    I    I  No 

Why?   


If  Yes: 

How  often  is  this  attempted? 


What  terms  do  you  try  to  modify? 


What  success  have  you  had? 
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9.      To  what  extent  do  you  feel  you  have  little  or  no  choice  in  the  type  or 
amount  of  software  support  you  will  be  receiving? 


What  can  you  do  about  this? 


What  are  you  going  to  do  about  It? 


10.    a)      How  much  and  what  kind  of  self-support  of  packaged  software  is  your 
organization  currently  doing? 


Why 
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Do  you  usually,  sometimes,  or  never  perform  the  following  types  of 
self-support?    What  are  your  future  plans?    (fill  in  matrix  below) 


Type  of 
Self-Support 

Current 

Future 

Usu. 

Some 

Never 

Usu. 

Some 

Never 

Install  Initial  Release 

Install  Subsequent 
Releases 

Modify  Packages 

Fix  Errors 

Set  up  a  Single  Point 
in  your  Organi- 
zation to  Funnel 
Questions  to  a  Vendor 

Do  you  expect  to  do  more  in  the  future?  LjYes  LJNo 
Why?   


If  yes: 

What  kind  of  self-support? 


V/hat  kind  of  incentives  do  software  vendors  now  give  you  to  perform 
self-support  functions? 
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e)      What  additional  incentives  would  you  find  attractive? 


What  other  software  support  issues  are  important  to  you  or  your  organization? 


Overall,  what  changes  do  you  see  occurring  in  the  way  in  which  packaged 
software  support  is  delivered? 
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